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COVER STORY 


A blueprint 
for the future 


“As our world changes, so must John Deere.” 


With those words, Deere Chairman and Chief Executive Officer Sam Allen 
introduced a revised corporate strategy to employees in the fall of 2010. 
The strategy is an ambitious blueprint to guide the company’s efforts 
in meeting the world’s growing need for food, shelter, and infrastructure 
in the years ahead. Over the eight-year planning horizon, the strategy 
raises the bar on growth, profitability, and asset efficiency. And it places 
even more emphasis on global expansion. 


“I've been encouraged by how quickly 
people are engaging with the strategy,” 
Allen said in assessing its status. “Our 
biggest competitive advantage is having 
employees fully engaged and aligned. If 
we're going to execute the strategy quickly 
and effectively, getting everyone on board 
and pulling in the same direction is key.” 


The strategy is based on achieving disciplined Si yk cea ee 
Shareholder Value Added (SVA) growth by lactation: naman wennlaranes neh 
strong record of recent years while aiming for 


expanding globally, especially in agricultural accelerated global growth and increased profitabil- 
and construction equipment. They are desig- _ ity," said Sam Allen during the rollout of the strategy. 
nated as global growth businesses. Forestry 

and Turf are considered complementary busi- “First, we did an environmental scan,” said 
nesses and are also expected to see growth. Mike Mack, president, Worldwide Construc- 
The company’s other businesses, such as tion & Forestry Division. “We tried to see 
John Deere Power Systems, Worldwide Parts — what the world would look like in 20 years. 
Services, John Deere Financial, and John Deere — We looked at a lot of data: growth rates 
Intelligent Solutions Group, are designated in emerging markets, megatrends, demo- 
as support businesses. graphic changes, and so on. We came to 
the conclusion there were trends in place, 
such as growth in emerging economies, 
that were driving demand for agricultural 


The strategy emerged from an intensive 
review of world trends by company leaders. 


The strategy implies 
that roughly half of the 
company’s sales will 
come from outside 

the U.S. and Canada 

by 2018 versus about 
one-third at present. 


commodities and additional infrastructure, 
We also concluded that these tailwinds had 
staying power.” 


“There's a lot of work ahead, but people are 
beginning to realize that changes are necessary 
in almost everything we do,” said Allen. “We 
all have to focus on understanding the strategy, 
then quickly making the adjustments necessary 
to ensure its goals are met.” 


The goals are formidable. They include 

$50 billion in mid-cycle sales by 2018 and 
]2-percent mid-cycle operating margins by 
2014. Meeting those targets will result in 
a near doubling of sales, a healthy increase 
in profitability, and an almost threefold 
increase in economic profit, or SVA. The 
strategy implies that roughly half of the 
company’s sales will come from outside 
the U.S. and Canada by 2018 versus a little 
more than one-third at present. 


Still, further growth in North America is 
anticipated. “Even as Deere becomes more 


The Focus Geographies: 
U.S./CANADA, EUROPE, BRAZIL, RUSSIA, INDIA, CHINA 


The John Deere Strategy provides focus on six key geographies, those 
expected to account for 75% of the global growth in the next decade. 
As conditions change globally, Deere's focus geographies may adjust 
to match the most favorable growth potential and market conditions. 


global in scale, we will continue to find new 
and better ways to serve our customers in 


established markets like the U.S. and Canada. 


They have been a cornerstone of our success 


and are expected to remain vitally important,” 


Allen said. 


In addition, a series of measures are being 
introduced to help make the company’s per- 
formance more sustainable. Health metrics, 
as they're being called, pertain to the adop- 
tion of formal critical success factors. 


The factors include incorporating Deep 
Customer Understanding in marketing and 
Deliver Customer Value in the product deliv- 
ery process. Noted Allen, “What the strategy 
requires is a whole new level of customer 
understanding, especially as it concerns new 
customers and those in developing markets 
where we do not have a long history or a lot 
of established brand equity.” 


The company also has to improve its ability 
to attract and develop people capable of 
sustained high performance in changing 
environments, Allen stated. That priority 

is captured in the critical success factor of 
Developing Extraordinary Global Talent. Also 
designated a critical success factor is the 


World-Class Distribution System, because how 
dealers and distributors represent the company 
is one of the most significant ways of differen- 
tiating John Deere in the marketplace. 


Ultimately, the strategy’s success hinges on 
all of the company’s business lines leverag- 
ing their strengths by working together as an 
integrated enterprise, Allen said. That won't 
necessarily lead to major structural changes, 
but it could cause people to think differently 
about their roles within the company. Said 
Allen, “We all have to focus on moving the 
entire enterprise forward. We have ambi- 
tious goals for every business we run and 
everything we do. No one division or group 
can get us to those goals. Everyone has to 
participate.” 


The new strategy requires John Deere to 
move faster and perform better than ever 
before. Allen believes the goals are within 
reach, based on the company’s track record, 
and that the strategy could produce a lasting 
impact for the company's constituencies. 
“Successfully executed, the strategy will 
allow us to serve customers, employees, 
neighbors, business partners, and investors 
at a much higher level for years to come.” ™ 


KEY ELEMENTS OF 
THE JOHN DEERE STRATEGY 


ONE Integrated Enterprise 


Operate one portfolio of interrelated businesses — Global Growth, Complementary, and Supporting — 
each with a vital and specific role in helping the enterprise meet its performance goals and fulfill its purpose. 


Establish global agricultural equipment Become a globally diverse construction equipment 
solutions preeminence. solutions provider with a meaningful presence in China. 


The Complementary businesses of turf and forestry equipment provide additional growth within 
target markets, drive SVA, and strengthen the world-class distribution channel. Supporting 
businesses — Finance, Power Systems, Parts, and Intelligent Solutions — help enable growth 

of the other businesses by creating differentiated, best-in-class solutions. 


THREE Foundational Success Factors 


Exceptional Operating Performance — Relentlessly improve global operations with an emphasis on asset efficiency. 
Disciplined SVA Growth — Invest in aligned growth initiatives that enhance SVA. 


Aligned High-Performance Teamwork — Link employee, unit, and divisional goals and compensation to the enterprise objectives. 


FOUR Critical Success F 


Deep Customer Understanding (DCU) 
Fully understand customers’ specific needs and wants — wherever they live — and translate into product/service requirements. 


Deliver Customer Value (DCV) 
Profitably turn DCU requirements into winning products/services that meet or exceed customer needs at prices they are willing to pay. 


World-Class Distribution System 
Differentiate Deere in the market in a significant, enduring way by enabling all customers to participate in the John Deere Experience. 


Grow Extraordinary Global Talent 
Supply the businesses with the right talent at the right time to meet our performance objectives. Become the employer of choice. 


THE GOALS 


$50B sales (by 2018 at mid-cycle) + 12% operating margins (by 2014 at mid-cycle) + 2.5 asset turns (by 2018 at mid-cycle) 


When a team in India developed the John Deere 435 backhoe, it was designed with an 
overly large cab by U.S. standards. By researching prospective Indian customers, the team 
found that when contractors go to job sites, the cab may serve as their home for days, 
even weeks. It’s where they sleep. As a result, a more spacious cab was designed. 


Such insight, and the subsequent solutions, 
are essential for John Deere to meet its 
annual sales goal of $50 billion by 2018. 
This is especially true considering that 
roughly half of those sales are expected to 
come from outside the U.S. and Canada, 
particularly from developing markets such as 
Brazil, Russia, India, and China. To reach its 
goals, the company has to have a thorough 
understanding of what customers in every 
market want and need. Then it has to consis- 
tently deliver just that; no more, no less. 


Deep Customer Understanding (DCU) and 
Deliver Customer Value (DCV) are enterprise- 
wide initiatives — what are known in the 
John Deere Strategy as critical success 
factors. They are aimed at fundamentally 
changing the way John Deere serves its 
customers. 


Deep Customer Understanding means know- 
ing customers’ specific local needs and wants 
and translating them into winning products 
and services better than any competitor. 
Deliver Customer Value requires developing 
products and services that meet or exceed 
customers’ needs at prices they can afford 

to pay. In many cases, this can mean 
substantially lower price points, especially 

in developing parts of the world. 


How do you implement success factors this 
big throughout the enterprise? That's the job 
of Jim Orr, who is leading DCU efforts, and 
Bharat Vedak, who leads DCV and the India 
Technical Center. 


“DCU is about transitioning John Deere to 
more of a ‘customer-back’ mentality,” Orr 
said. “Whether someone works in finance, 


marketing, engineering, or sales, we all have 
to start with a clear understanding of our 
customers and their businesses.” 


To be successful, John Deere has to learn 
more about customers’ production systems, 
gaps, and pain points — and how to address 
their needs better than our competition, 
Orr explained. 


“One of the findings in the company’s strate- 
gic work (carried out in 2009 and 2010) was 
that we are doing some of this very well 

in certain parts of the company,” Orr said. 
“We just don't do it consistently, we don't 
have a common language, and we don’t have 
a common process or set of tools.” 


“Rather than beginning with the product 
in mind, we need to be starting with the 
customer in mind,” added Vedak. 


Whenever John Deere develops products, 
there are a lot of tradeoff decisions 
regarding various features. DCU and DCV 
will provide a common set of tools, processes, 
and templates that can be used by the 
cross-functional design teams, whereby 
they can make these tradeoffs and decisions 
concurrently, Vedak said. 


“The innovation needed to design a 9000 
Series tractor for large U.S. grain producers is 
different than what is needed for a product 
aimed at someone in India who may own a 
single machine and does contract work for 
customers,” Vedak said. Plus, product price 
is a particularly big issue in countries like 
India, China, and Brazil, thus requiring a 
different engineering mindset, Vedak added. 
“We have to do it with teams that clearly 
understand what specific customers want — 
often local teams with local engineering 
and local marketing,” he said. 


Some companies try to take U.S.-based prod- 
ucts and simply “de-spec” them and reduce 
their product cost for a developing market, 
but that doesn’t usually work, Vedak said. 


To succeed with DCU and DCV processes, 

everyone at John Deere needs to develop 

what Vedak and Orr call a “scarcity-driven, 
frugal mindset.” 


“We're very good at designing premium 
products for customers,” Vedak said. “But a 
lot of the engineering talent in Asia has lived 


JIM ORR, left, Director, 


Deep Customer Understanding 


BHARAT VEDAK, Vice President, 


TCl and Deliver Customer Value 


through scarcity. That drives them to a differ- 
ent — and necessary — innovation mindset.” 


In rural areas in India, he said, you will 

find roadside mechanics who can bring a 
50-year-old engine to life by using common 
household materials. They do so without 
operating manuals, parts books, or parts 
depots. In other words, they improvise. 


That's a scarcity-driven, frugal mindset, 
Vedak said. “We have to help build that 
mindset into our engineering teams in 
developed markets like North America, 

and also in other parts of the world. We 
have to get comfortable thinking about 
designing and building products that are 
less expensive and have just enough features 
to serve markets such as India, China, and 
Brazil. That's what people in those countries 
are willing to pay for. We also need to bring 
this thinking to our premium products and 
markets to help compete with potential 
global challengers.” 


“A frugal mindset does not mean cheap or 
unsafe,” Orr said, adding that a product's 
design must always meet John Deere’s general 
rule for product safety: Acceptable design is 
one that does not present an unreasonable 
risk of injury to a product user or others in 

its proximity. 


Frugal mindset means providing customers 
what they need and nothing more, Orr said. 
“Deere will continue to offer and be noted 


for premium solutions around the globe. 
We will uphold our values of integrity, 
quality, commitment, and innovation 

that have served Deere so well throughout 
our history.” 


John Deere will measure the success of 

DCU and DCV based on four health metrics 
that will be tracked at the enterprise level. 
For DCU, one metric is market share growth. 
The second is a metric called John Deere 
Experience. It will measure customers’ overall 
experience with the company — the sum total 
of products, services, dealers, parts, finance, 
and drivetrains. The John Deere Experience 
will be based on a widely used technique 
that measures a customer's willingness to 
recommend John Deere to others. 


For DCV, the company will analyze how closely 
each project comes to meeting market-driven 
target costs, and how well it’s able to reduce 
the project's development cycle time. 


“Two to three years from now we need 
people in the company to be indoctrinated 
with a new way of doing business and a new 
way of launching solutions to our custom- 
ers,” Vedak said. “We need to have several 
hundred projects going on that are using 
DCU and DCV principles. That's our team’s 
ultimate goal.” ™ 


A CONCEPT FOR GROWTH 


It was typically cold outside for a mid-December day in Tianjin, 
China: minus 10 degrees Celsius with a 35-kilometer-per-hour 
wind blowing over solidly frozen ground. But inside a building in 
the Tianjin Economic-Technological Development Area (TEDA), 
Mike Mack had a warm feeling as he watched a John Deere 
four-wheel-drive loader move slowly across a stage. 


It was an indoor groundbreaking ceremony 
marking the start of work on what will be 
Deere’s first wholly owned construction 
equipment factory in China. It was also 

a demonstration of the power of the 
integrated enterprise concept. 


The Construction & Forestry Division 

was able to capitalize on Ag & Turf’s long 
involvement and high standing in China 
to get a license for a wholly owned plant, 
even though the government generally 
restricts foreign ownership in such cases. 
In May 2011, John Deere Power Systems 
(JDPS) announced plans to build a factory 
in TEDA, as well. 


Operating as an integrated enterprise is an 
important part of the John Deere Strategy, 


which focuses on increased growth and 
profitability. One of the strategy’s major 
priorities is moving quickly into the fast- 
growing economies of the BRIC countries — 
Brazil, Russia, India, and China. 


To focus the company on those high- 
growth areas while continuing to expand 
in Europe and North America, the strategy 
distinguishes between two growth business 
lines and the company’s other businesses. 
The growth businesses are Agriculture 
and Construction. Forestry and Turf are 
considered complementary businesses, 
while JDPS, Worldwide Parts Services, 

the Intelligent Solutions Group (ISG), and 
John Deere Financial (JDF) are designated 
as support businesses. 


INTEGRATED EI 


“Complementary businesses don't 
necessarily have dramatic growth prospects, 
but they still have to grow,” said Mack, 
president of the Construction & Forestry 
Division. “We're counting on their ability 

to extend market share and generate good 
financial returns. Support operations will 
likely see growth as well, but their growth 
will be closely tied to the Ag and 
Construction businesses.” 


Mack said the idea of an integrated 
enterprise is a way to operate more 
efficiently, but it has more to do with 
attitude or approach than a formal 
organizational structure. “It’s looking for 
ways to work together to solve each other’s 
problems,” he said. “A great example of 

the behavior of an integrated enterprise 

is our Domodedovo (Russia) operation. Ag & 
Turf, Construction & Forestry, John Deere 
Financial, and Parts are all working together 
on that.” 


Many areas of the company have been 
operating more closely together for some 
time. Ronnie Johnson, global director for 
the commercial mowing and golf equipment 
product line, said leveraging the Ag sales 


VU TERPRISE 


and marketing organization helped turn the 
commercial mowing business around. “Turf 
worked with its tactical marketing and sales 
organization, John Deere dealers, and John 
Deere Landscapes employees to organize 
visits by competitive equipment owners to 
Turf Care,” said Johnson. “As a result, more 
contractors came to appreciate Deere's 
overall value and are switching to Deere 
equipment.” 


Most Ag dealers are also Turf dealers, and 
Johnson cited the success of getting what 
he called “the most powerful dealer 
channel in the business” focused on 
commercial mowing. The result was the 
sale of more than 20,000 zero-turn-radius 
mowers in 2010. 


JEAN GILLES 

Senior Vice President, 

John Deere Power Systems, 

Worldwide Parts Services, 

Advanced Technology & Engineering, 

and Global Supply Management & Logistics 


In other areas, the integrated enterprise 
brings improved focus. “It’s not a dramatic 
change for the support businesses,” said 
Jean Gilles. He is senior vice president, 
JDPS, Worldwide Parts Services, Advanced 
Technology & Engineering, and Global 
Supply Management & Logistics. “It's very 
natural for these organizations, where the 
value of the framework is clear,” he said. 


“All businesses are driven by process,” said 
Mike Weinert, vice president of engineering 
and manufacturing at JDPS. “As the 
company has moved toward common 
processes, it’s led to more integration.” 


For example, in the past, if Ag needed 
engines that JDPS didn’t produce, 
the Ag division would handle the 
purchasing by itself. Now, JDPS 


is closely involved. “We have managed some 
of those processes for them,” Weinert said. 
“That leverages our expertise.” 


JDF has been integrating its international 
lending operations with the equipment 
divisions over the past three years, notes 
Steve Pullin, senior vice president of 
international finance. JDF has created 
regional offices, put lending operations in 
the branches, and found ways to structure 
financing similarly around the world. “We 
try to bring processes we have elsewhere 
with us; we want it to look like the same 
sort of finance experience everywhere. 
That makes it seamless to the customer.” 


To grow in developed markets, 
John Deere products have to 
be more productive, often 


MIKE MACK 

President, 

Worldwide Construction & 
Forestry Division 


relying on technology developed by ISG. 
It develops telematics and machine- 
to-machine communications. 


“Without the products ISG provides, a 
tractor is just a tractor,” said Dave Everitt, 
president of Agriculture & Turf Division 
— North America, Asia, Australia, Sub- 
Saharan, and South Africa, and Global 
Tractor and Turf Products. “You can’t 
differentiate with pure horsepower, 
but offering a solution that leverages 
technology and is integrated into the 
product creates a better outcome for 
customers.” 


ISG also works with Deere’s information 
technology group to design the networking 


jpn 


Oy Type 


and hardware arrays needed to handle the 
information coming from the machines. 
“Developing the right architecture to 
ensure that we can efficiently manage this 
data among our customers, our dealers, 
and ourselves is very important, and 
integration will help that,” noted Barry 
Schaffter, senior vice president of ISG 

and Deere’s chief information officer. 


When the integrated enterprise concept 
was announced, ISG started focusing on 
Ag and Construction Shareholder Value 
Added (SVA) as opposed to operating 

as a growth business, said Tony Thelen, 
operations director at ISG. 


“While ISG does not have an SVA or 
revenue goal of its own, we do have a 

goal to maximize our impact on Ag and 
Construction market share and profitability,” 
Thelen noted. He said maximizing ISG's 
impact will be accomplished by differen- 
tiating the growth businesses’ products 
through innovation and rapid technology 
development. 


GAIL LEESE 
Vice President, 
Worldwide Parts Services 


Gail Leese, vice president of Worldwide 
Parts Services, called the integrated 
enterprise concept “a huge, positive focus 
for Worldwide Parts” because it helps her 
organization place more focus on strategic 
activities. “Through the commitment of the 
strategic business units to the integrated 
enterprise, we are able to scale parts 
processes effectively across markets to 
provide preeminent support even while 
maintaining a cost structure that supports 
enterprise business goals,” Leese said. 


“The point of including the integrated 
enterprise concept in the John Deere 
Strategy is that as we deploy for global 
growth we have to deploy mutually,” Gilles 
said. “The strategy won't be effective if 
we have businesses creating individual 
beachheads in new geographies. As we go 
into these areas, what we learn has to 
spread across the company quickly.” 


Added Everitt, “Being an integrated 
enterprise can make us more adaptable 

in a much more dynamic environment. 

It helps us leverage infrastructure, become 
more cost-efficient, eliminate duplication, 
and optimize spending. Integration’s 

real advantage is that it makes us more 
responsive to the customer.” 


CHAIRMAN AND CEO AWARDS 


RECOGNIZE INTEGRATION, CUSTOMER UNDERSTANDING 


Deere’s first-ever CEO and Chairman Awards 
were presented to teams responsible for 
developing the 5C Series tractors and 
establishing the company’s new facility 

in Domodedovo, Russia. 


The honors were presented by Deere 
Chairman and CEO Sam Allen at the 2010 
worldwide leadership meeting. 


The Chairman Award, presented to the 
Domodedovo team, recognizes remarkable 
alignment and enterprise integration and is 
a representation of the company’s overall 
health and well-being. “Health,” in this 
sense, pertains to broad, underlying 
characteristics such as globalization, 
market share, or employee engagement. 


“The Domodedovo team — in a matter 

of months — was able to establish an 
agricultural, construction, and forestry 
assembly facility and parts warehouse 
worthy of the ‘Made in Russia’ designation, 
greatly advancing our position in Russia,” 
Allen said in his congratulatory remarks. 


a = 


CHAIRMAN AWARD WINNER — 
DOMODEDOVO TEAM 

The Domodedovo, Russia, facility hosts 
both manufacturing and parts operations. 


The CEO Award, presented to the 5C 
Series tractor project team, recognizes 
an outstanding effort that positions the 
company for profitable growth. 


“The 5C is the first product our company 
has designed and built completely in India, 
and our best example to date of ‘frugal’ 
engineering and the implementation of 
Delivering Customer Value,” Allen said. 
“John Deere now has a tractor to compete 
in the 170,000-unit India tractor market. 
The 5C initiative greatly advances Deere’s 
competitive position in India and other 
developing markets. 


“Aligned, high-performance teamwork has 
played a fundamental role in our success 
of recent years. It remains foundational to 
our future success,” Allen told company 
leaders. “These two teams demonstrated 
what extraordinary teamwork looks like.” ™ 


5C SERIES TRACTOR TEAM 
The 35- and 42-horsepower 5C Series tractors 
were designed and built in India. 
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OPPORTUNITIES 


Ninety-three years ago, Deere & Company 
bought the Waterloo Gasoline Engine Company — 
maker of the Waterloo Boy tractor. It’s hard 

to imagine what the company would look like 
today had it not made that move. 


The acquisition spawned what became the company’s sprawling 
tractor division and put Deere on a path to worldwide leadership in 
farm equipment. 


Globally, Deere’s acquisition of Heinrich Lanz AG in Germany in 1956 
helped pave the way for entering the agricultural market in Europe. 
And subsequent acquisitions and joint ventures in Mexico, Brazil, 
China, and India helped Deere get a foothold in those key markets. 


“There are very few parts of our business that have not been heavily 
influenced by acquisitions or joint ventures over the past 100-plus 
years,” said Steve Hamborg. As director of corporate business 
development, Hamborg and his team help Deere successfully 
execute acquisitions and joint ventures. 


Now, as he looks ahead, Hamborg indicates the John Deere 
Strategy will help his team and the division business development 
departments focus on acquisitions and joint ventures close to the 
company’s core that will help meet Deere’s sales goal of $50 billion 
by 2018. “We are centered on our growth businesses in agricultural 
and construction equipment, and our complementary or supporting 
businesses, which help the growth operations achieve their goals 
and serve the greater needs of the organization,” Hamborg said. 


As Hamborg explained, Deere is focused on businesses or 
opportunities that can be “bolted on” to company businesses ina 
synergistic way — whether it’s a new machine form, an opportunity 
to improve a marketing channel, or a chance to get additional share 
in new markets. “We're fortunate,” Hamborg pointed out, “most 
companies don't have this kind of clarity.” 


Global population growth and gross domestic product per capita 
growth, especially in developing countries, drive plenty of attractive 
Opportunities in areas close to Deere’s core, Hamborg said. These 
trends are key considerations as the company looks for target 


acquisitions that fill gaps in its business plans. 


"Sometimes acquisitions make it possible to obtain a product or 
technology faster than John Deere could do so on its own, or 
provide more rapid access to new markets,” Hamborg said. 


“Maybe it’s a machine we don’t produce today. We could engineer 
it, but working through the design process to achieve a satisfactory 
prototype takes significant time and resources,” Hamborg pointed 
out. “The other option is to buy the technology or business, then 
bring it up to John Deere standards, if necessary.” 


Many of Deere'’s acquisitions and joint ventures are and will 
continue to be located beyond the borders of North America. 

“We probably have more opportunities in other parts of the world 
to add things to our portfolio and business model,” Hamborg said. 
He pointed to examples in China, such as the Jiamusi combine 
factory, which originally started as a joint venture in 1997 before 
Deere bought full interest in the factory in 2004. 


"You might ask, ‘Why would John Deere want to buy a combine 
factory? After all, we're pretty good at making combines,” 
Hamborg said. “In the case of China, though, we concluded it 
made sense to start with a lower-cost, existing combine that was 
designed and tailored to the market, then incorporate Deere’s 
quality and other process improvements over time. It gave us 
access to a distribution channel without having to build it from 
scratch. It has been a tremendous success.” 


Likewise, the company’s Ningbo tractor factory gave Deere a rapid 
foothold in China's competitive low-horsepower utility-tractor 
market. First established as the Benye Tractor Company in 1955, 
the factory was acquired by John Deere in 2007. 


Ningbo Works produces 28- to 55-horsepower tractors that 
primarily support paddy-rice farming in China. “We bought a 
factory that makes something we're familiar with — small tractors — 
and it has proven to be a great opportunity 
for Deere to enter the rice market in Asia,” 
Hamborg said. 


STEVE HAMBORG 


Director, Corporate Business Development 


John Deere Ningbo Works, a 2007 acquisition, recently introduced 
the R40 combine to meet paddy-rice customer needs in Asia. 


“Over the last three years, the Ningbo team worked very aggressively 
and brought Ningbo products up to our company standards. That 
allowed us to roll out the John Deere brand earlier than anticipated,” 
Hamborg said. The Benye brand has transitioned to the John Deere 
brand for all but one tractor product. What's more, the factory 
just announced it has started production of a track combine for 
paddy rice harvesting. 


Jiamusi and Ningbo are good examples of our acquisition strategy, 
Hamborg said. “We are not a financial portfolio investor. Instead, 
we look for opportunities that will synergistically bring value or 
technology to Deere. In turn, we utilize our core strengths to 
improve the companies we acquire and make them a part of our 
larger organization. 


“We've learned that the most successful acquisitions are close to 
our core — businesses that we understand how to manage, improve, 
and work with over time. And we've found the market rewards us 
for our financial discipline,” Hamborg said. ™ 


For years, Deere's product line and global reach 
have been expanded through acquisitions. 
Product additions include, from top, the Waterloo 
Boy tractor, the Van Brunt Low Down press drill 
and the John Deere Lanz 500 tractor. 


“) 


Throughout its history, 

John Deere has adjusted to 
the needs of its customers 
and shifted its strategy. 

The purpose then, and now: 
to build on our successes 
and expand our commitment 
to those linked to the land. 


“of forward thinking 


From the beginning, Deere & Company 

has delivered tools to help customers work 
efficiently. The business began with the 
first commercially successful steel plow. 
Designed by John Deere himself, the plow 
helped pioneers cut through the thick soil 
of the American Midwest. 


For years, Deere’s business maintained a 
similar theme: producing quality plows for 
Midwestern customers. In time, the plows 
became more popular and a network of 
“travelers” began to serve as liaisons 
between the John Deere Plow Company 
and stores that stocked Deere products. 


By 1869, the growing number of travelers 
and retailers made it difficult to manage 
the marketing organization from the 
company headquarters in Moline, Illinois. 


The solution was the creation of the first 
branch house. Deere, Mansur & Company 
was founded as a semi-independent 
business to distribute products to retailers 
around Kansas City, Missouri. 
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A Waterloo Boy tractor works with a 
road-grading operation in 1920. 


In a letter announcing the branch, the 
company claimed it would enable “dealers 
to obtain any plow, or part thereof, at short 
notice.” Lower cost was an additional bene- 
fit. Thanks to proximity to the railroads, the 
letter said, “We can receive and distribute 
goods at greatly reduced rates of freight.” 


The new marketing model was a success, 
and by 1889 four additional branch houses 
were created. The structure helped Deere 
build relationships with customers and 
retailers. It was the forerunner of today’s 
marketing organization and the company’s 
first step toward a world-class distribution 
system. 


In 1910, the age of the modern Deere & 


Company arrived. Recognizing that the 


company would be stronger as a whole 
than as independent entities, the Deere 
board decided unanimously that the 
“unification of the allied factories and 
distributing houses should be perfected.” 
Together, the company could better fend 
off the competitors of the time and better 
utilize and protect capital. 


This integrated enterprise model provided 
another benefit. It allowed company 
leadership to provide a strategic focus for 
product-line growth. For its entire 70-year 
history Deere had focused on the plow. 
With this reorganization, the focus was 
now on aligned growth. 


A series of acquisitions and new businesses 
increased the number and kinds of products 
Deere offered, One acquisition, in 1918, 
turned Deere & Company into a full-line 
farm manufacturer. The purchase of the 
Waterloo Gasoline Engine Company, maker 
of the Waterloo Boy tractors, was Deere’s 
first major step into the tractor business. 
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The John Deere Plow Company travelers, 
Deere's early marketing organization, 
gather in Kansas City, Missouri, in 1910. 


For years, board members 
had heated discussions about the 
financial risks of having a product that had 
not proven to be a viable replacement for 
the horse. When the chance to buy the 
well-known Waterloo Boy line arose, 
company leadership concluded it could wait 
no longer. "| believe the tractor is here to 
stay,” said Frank Silloway, a member of the 
company's board of directors. “I believe we 
would be acting wisely if we purchased this 
(Waterloo manufacturing) plant.” 


The acquisitions during the early 1900s 
expanded John Deere’s manufacturing 
footprint. In roughly a decade, Deere 
facilities were running in Arkansas, lowa, 
Missouri, Wisconsin, and Ontario, Canada. 
In addition, the company operated five 
facilities in Moline and nearby East Moline. 


Leveraging what became a core strength 
in tractors, Deere began manufacturing 
outside of the U.S. and Canada in 1956 by 
opening a small tractor and agricultural 
equipment factory in Monterrey, Mexico. 
That same year marked the company’s 
purchase of tractor manufacturer Heinrich 
Lanz AG, in Mannheim, Germany. 


In the case of Mexico, the country's 
agricultural needs were great, and its 
proximity to the United States was 
considered a chance for Deere to practice 
for further global ventures. Monterrey was 
a gateway to the agricultural part of the 
country, and offered skilled labor and 
engineering talent as well as ready supply 
lines for raw materials. 


Company leaders were equally enthusiastic 
about Europe. “If we are to maintain our 
competitive standing in the industry, we 
must have this foreign market,” noted 


Maurice Fraher, head of tractor 
manufacturing, at a board of directors 
meeting. "Not to enter it will mean the 
eventual loss of much of our export 
business ... giving up a principal avenue 
for major growth of the company.” 


The expansion marked the start of Deere’s 
emergence as a major multinational 
corporation and brought promising results. 
By 1961, net sales from John Deere 
subsidiaries outside of the U.S. and Canada 
reached $77 million. New partnerships and 
facilities followed in France, Great Britain, 
Argentina, and Spain. 


Over the next four decades, Deere built 

its footprint to what it is today, with 
operations in 35 countries. Sales, however, 
still reflect North American roots. In 2010, 
alittle more than one-third of total sales 
came from outside the U.S. and Canada. 


Moving forward, Deere’s strategy calls for 
growth in six key regions where John Deere 
is positioned to help meet the world’s 
increasing need for food, fuel, shelter, and 
infrastructure. Two of these — the U.S. and 
Canada, and Western Europe — are regions 
where Deere has historically been strong. 
Four others — Brazil, Russia, India, and 
China — provide further opportunities for 
significant growth. 


Throughout history, Deere employees have 
risen to the challenges brought about by 
change. Today’s employees have a similar 
opportunity to leave their own mark on 
the company. 
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It’s what to wear 
this summer 
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You're nine times more likely to get hurt 

at home than on the job. So take safety (&] JOHN DEERE 
seriously. Always wear the appropriate eye, 

hearing, foot, and hand protection when 

working inside or outside your home. 
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